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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Department  of  Military  Affairs  for  the  two  fiscal 
years  ended  June  30,  2000.   Included  in  this  report  are  recommendations  concerning  federal  cash  draw 
procedures,  credit  card  purchases,  and  travel  expenses. 

The  department's  written  response  to  the  audit  recommendations  is  included  at  the  end  of  the  audit 
report.   We  thank  the  Adjutant  General  and  his  staff  for  their  assistance  and  cooperation. 


Respectfully  submitted. 


A-  l2>Q> 


Scott  A.  Seacat 
Legislative  Auditor 


Room  160,  State  Capitol  Building,  PO  Box  201705  Helena  MT  59620-1705 
Phone  (406)444-3122  FAX  (406)444-9784  E-Mail  lad@state.nit.us 
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Department  of  Military 
Affairs 


Report  Summary 


This  report  documents  five  issues  noted  during  our  financial- 
compliance  audit  of  the  Department  of  Military  Affairs  for  the  two 
fiscal  years  ended  June  30,  2(XK).  The  previous  audit  report  contained 
three  recommendations.  The  department  implemented  two 
recommendations  and  partially  implemented  one. 


We  issued  a  qualified  opinion  on  the  financial  schedules  presented  in 
this  report.  The  department  recorded  expenditures  and  revenues 
associated  with  construction  of  an  armory  in  the  Special  Revenue 
Fund  rather  than  in  a  Capital  Projects  Fund.  As  a  result,  capital 
outlays  and  federal  revenue  were  understated  in  the  Capital  Projects 
Fund  and  overstated  in  the  Special  Revenue  Fund  by  $6,220,145  and 
$2,824,614  in  fiscal  years  1998-99  and  1999-00  respectively. 
Therefore,  the  reader  should  use  caution  when  relying  on  the 
presented  financial  information  and  the  supporting  detailed 
information  for  construction  on  the  primary  accounting  records. 

The  listing  below  serves  as  a  means  of  summarizing  the 
recommendations  contained  in  the  report,  the  department's  response 
thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


We  recommend  the  department: 

A.  Ensure  timely  reimbursement  of  valid  expenditures 
by  the  federal  government;  and 

B.  Restructure  accounting  control  procedures  to  ensure 

federal  budget  checks  occur  prior  to  payment Page  6 

Department  Response:  Concur.  See  page  B-3, 

We  recommend  the  department  establish  procedures  to 
expedite  draws  of  federal  reimbursements  for  disaster- 
related  costs  recorded  in  the  General  Fund Page  7 

Department  Response:  Concur.  See  page  B-3. 

We  recommend  the  department  develop  oversight  procedures 
to  ensure  compliance  with  state  purchasing  policies  for  credit 
card  purchases   Page  7 


Department  Response:  Concur.  See  page  B-3. 


Page  iii 


Report  Summary 


Recommendation  #4 


We  recommend  the  department  record  costs  associated  with 
construction  or  purchase  of  a  state  facility  in  the  Capital 
Projects  Fund  as  required  by  state  accounting  policy 


Recommendation  #5 


Page  8 


Department  Response:  Concur.  See  page  B-3. 

We  recommend  the  department: 
A. 


B. 


Review  travel  vouchers  to  ensure  charges  for  travel 
from  home  comply  with  state  policy;  and 

Collect  reimbursement  for  unallowable  travel 
expenses  paid    


Pages 


Department  Response:  Concur.  See  page  B-4. 
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Introduction 


Introduction 


We  performed  the  financial-compliance  audit  of  the  Depanment  of 
Military  Affairs  (department)  for  the  two  fiscal  years  ended  June  30, 
2000.  The  objectives  of  the  audit  were  to: 


1 .  Determine  if  the  department  complied  with  applicable  state  and 
federal  laws  and  regulations. 

2.  Obtain  an  understanding  of  the  department's  control  systems 
and,  if  appropriate,  make  recommendations  for  improvement  in 
the  internal  and  management  controls  of  the  department. 

3.  Determine  the  implementation  status  of  prior  audit 
recommendations . 

4.  Determine  if  the  department's  financial  schedules  fairly  present 
the  results  of  operations  for  the  two  fiscal  years  ended  June  30, 
2000. 

This  report  contains  five  recommendations  to  the  department.  These 
recommendations  address  areas  where  the  department  can  improve 
internal  controls,  accounting  procedures,  and  compliance  with  laws 
and  regulations.   Areas  of  concern  deemed  not  to  have  a  significant 
effect  on  the  successful  operations  of  the  department  are  not 
specifically  included  in  the  report,  but  have  been  discussed  with 
management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  cost,  if  significant,  of  implementing  the 
recommendations  in  this  report. 


Background 


The  department  was  created  under  the  Executive  Reorganization  Act 
of  1971 .   The  department  consists  of  the  Montana  National  Guard, 
Operations  Support,  Disaster  and  Emergency  Services,  and  Veterans 
Affairs  Divisions. 


The  Montana  National  Guard  is  authorized  approximately  59  full- 
time  equivalent  (FTE)  positions  that  are  paid  through  the  state's 
payroll  system.   An  additional  770  full-time  personnel  are  paid 
through  the  federal  payroll  system.   The  Montana  National  Guard 
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has  two  programs,  the  Air  National  Guard  and  the  Army  National 
Guard.   The  Air  National  Guard  provides  firefighting  personnel, 
maintenance  and  support  for  Air  National  Guard  facilities  at  Great 
Falls.   The  Army  National  Guard  provides  administration, 
maintenance,  and  support  for  facilities  and  training  areas  throughout 
the  state.   The  mission  of  both  programs  is  to  provide  the  necessary 
facilities  to  suppon  the  Montana  National  Guard  in  the  event  of  a 
state  or  national  emergency. 


Operations  Support  Division  (OS)  is  authorized  approximately  six 
FTE.   It  is  the  primary  administrative  support  organization  for  the 
department,  including  financial  management,  budgeting,  personnel, 
and  other  administrative  activities. 

The  Disaster  and  Emergency  Services  Division  (DES)  works  with 
local,  state,  and  federal  officials  to  prepare,  update,  and  coordinate 
emergency  preparedness,  response,  and  recovery  plans;  provides 
technical  support  for  civil  defense  shelters  and  exercises,  and  for 
radiological  defense  and  monitoring;  and  receives,  records,  and 
disburses  federal  funds  to  eligible  political  subdivisions.   This 
division  is  authorized  20  FTE. 

The  Veterans  Affairs  Division  (VA)  is  authorized  approximately  20 
FTE  and  is  responsible  for  assisting  Montana's  veterans  and 
dependents  in  obtaining  veterans'  benefits.   The  division  provides 
information  on  benefits,  guidance  on  completing  veterans' 
administration  forms,  and  referral  to  other  agencies.   The  division  is 
attached  to  the  department  for  administrative  purposes.   The  division 
administrator  is  hired  by  and  reports  to  the  Board  of  Veterans 
Affairs.   The  five-member  board  is  appointed  by  the  governor  with 
the  consent  of  the  senate. 


Page  2 


Prior  Audit  Recommendations 


Prior  Audit  ^"''  office  performed  the  department's  fmancial-compliance  audit 

Recommendations  for  the  two  fiscal  years  ended  June  30,  1998.   The  report  contained 

three  recommendations  still  applicable  to  the  department.   We 
determined  the  department  implemented  two  and  partially 
implemented  one  of  the  recommendations. 

The  recommendation  which  was  partially  implemented  relates  to 
Department  of  Defense  Reimbursement  for  the  Montana  National 
Guard.   The  issue  is  discussed  on  page  5  of  this  report. 
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Findings  and  Recommendations 


Cash  Manaeement  ^^'^  department  receives  federal  assistance  from  the  Department  ot 

Defense  by  requesting  reimbursement  for  allowable  costs.   OMB 
Circular  A- 133  requires  entities  receiving  federal  funds  to  follow 
provisions  of  the  Cash  Management  Improvement  Act  (CMIA) 
agreement  between  the  state  of  Montana  and  the  U.S.  Treasury  for 
federal  assistance  programs  covered  by  the  agreement.   The  CMIA 
agreement  stipulates  a  warrant  clearance  pattern  of  four  days  for  the 
department,  so  federal  reimbursement  should  be  received  four  days 
after  the  date  warrants  are  issued  for  expenditures  made  by  the 
department. 

We  analyzed  seven  federal  reimbursement  transactions  for 
timeliness  of  die  payment  in  relation  to  state  expenditures  charged  to 
federal  programs.   We  noted  that  none  of  the  reimbursements  were 
received  within  four  days  of  expenditure  disbursement  by  the 
department.   A  department  official  said  the  Department  of  Defense 
voucher  payment  system  takes  four  days  to  generate  a  payment. 
Therefore,  a  voucher  must  be  submitted  on  the  date  the  warrants  are 
generated  if  cash  reimbursement  is  to  be  received  in  four  days. 

Department  accounting  staff,  who  pay  the  bills  and  record  the 
transactions  on  the  state's  accounting  records,  submit  documentation 
of  the  payments  on  the  state's  records  to  other  department  staff. 
These  staff  perform  final  federal  budget  checks  before  requesting  a 
voucher.   By  using  a  process  in  which  federal  program  budget 
checks  occur  after  payment,  the  department  incurs  the  risk  that  a 
payment  which  appears  reasonable  and  satisfies  state  budget  limits 
will  be  paid  when  in  fact  it  exceeds  the  federal  budget  limits  for  the 
program. 

Department  management  said  a  workgroup  has  been  formed  to 
improve  accounting  controls,  expedite  workflow,  and  improve 
compliance  with  cash  management  requirements. 
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Findings  and  Recommendations 


Recommendation  ft\ 

We  recommend  the  department: 

A.  Ensure  timely  reimbursement  of  valid  expenditures 
by  the  federal  government;  and 

B.  Restructure  accounting  control  procedures  to 
ensure  federal  budget  checks  occur  prior  to 
payment. 


Cash  Draws  for  Fires 


The  Department  of  Natural  Resources  and  Conservation  (DNRC)  is 
the  lead  agency  for  the  state  on  fire  suppression  efforts.   The  limits 
of  Federal  Emergency  Management  Agency  (FEMA)  participation 
in  disaster  expenses  are  determined  by  the  cost  estimates  in  the 
project  work  order  executed  by  FEMA  and  the  lead  state  agency. 
For  the  fire  suppression  in  the  summer  of  2000,  the  Department  of 
Military  Affairs  (department)  administered  $4.8  million  of  the  fire 
suppression  effort.   We  noted  delay  in  drawing  FEMA  funding  to 
reimburse  the  department  for  its  expenditures  in  fighting  fires. 


Several  factors  contributed  to  the  delays  in  drawing  FEMA  funds  to 
reimburse  fire  suppression  costs  incurred  by  the  department. 

►•      Department  officials  said  the  project  work  order  estimate  may 
include  some  costs  which  did  not  pertain  to  fire  suppression,  so 
draws  were  not  made  until  allowability  was  documented  for  all 
costs. 

►  The  estimated  amount  may  include  costs  payable  by  the  United 
States  Forest  Service  rather  than  FEMA.  These  costs  could  be 
as  much  as  $2.7  million  of  the  $3.1  million  balance. 

We  estimate  the  delay  in  drawing  these  funds  had  cost  the  General 
Fund  between  $8,000  and  $62,000  in  investment  earnings  through 
December  31,  2000. 
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Findings  and  Recommendations 


Depanment  personnel  said  the  department  was  unable  to  request 
timely  reimbursement  for  its  own  expenses  because  it  did  not  have 
an  account  set  up  in  which  to  deposit  the  FEMA  reimbursement. 
The  department  could  use  the  uncleared  collections  account  until  a 
more  specific  account  is  added  to  the  state's  accounting  records. 


Recommendation  HI 

We  recommend  the  department  establish  procedures  to 
expedite  draws  of  federal  reimbursements  for  disaster- 
related  costs  recorded  in  the  General  Fund. 


Challenge  Program 
Purchasing 


The  depanment  initiated  the  National  Guard  Challenge  Program  for 
youth  under  19  years  of  age  during  fiscal  year  1999-00.   The 
department  operates  the  program  in  Dillon  at  facilities  leased  from 
The  University  of  Montana- Western.   We  noted  June  2000 
purchases  charged  to  a  staff  member's  credit  card  which  exceeded 
the  $5,000  limit  on  individual  credit  card  purchases  set  in  state 
policy.   A  textbook  purchase  of  $13,489  was  split  into  three  separate 
payments.  The  total  of  two  fumimre  charges  from  the  same  local 
vendor  on  the  same  day  exceeded  the  $5,000  limit.   The  department 
did  not  have  a  purchase  order  for  the  furniture. 


Federal  regulations  require  governmental  entities  administering 
programs  supported  by  federal  funds  to  follow  state  purchasing 
procedures.   Since  the  Challenge  Program  received  federal  support 
for  70  percent  of  program  costs  from  the  Department  of  Defense. 
National  Guard  Bureau,  we  question  $14,157  of  the  costs  associated 
with  these  purchases  and  paid  with  federal  funds.   Several 
department  officials  said  Challenge  Program  staff  had  not  been 
properly  trained  in  purchasing  procedures. 


Recommendation  td 

We  recommend  the  department  develop  oversight 
procedures  to  ensure  compUance  with  state  purchasing 
poUcies  for  credit  card  purchases. 
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Capital  Projects 


State  accounting  policy  directs  the  use  of  a  Capital  Projects  Fund  to 
account  for  resources  used  to  finance  the  construction  or  purchase  of 
a  permanent  structure  or  group  of  structures  with  a  value  of 
$500,000  or  more.   The  department  recorded  expenditures  and 
federal  reimbursements  associated  with  the  construction  of  an 
armory  in  the  Special  Revenue  Fund  rather  than  in  a  Capital  Projects 
Fund.   As  a  result,  capital  outlays  and  federal  revenue  were 
understated  in  the  Capital  Projects  Fund  and  overstated  in  the 
Special  Revenue  Fund  by  $6,220,145  and  $2,824,614  in  fiscal  years 
1998-99  and  1999-00,  respectively.   The  department  has  established 
a  Capital  Projects  Fund  for  this  activity  in  fiscal  year  2000-01. 


Recommendation  ^4 

We  recommend  the  department  record  costs  associated 

with  construction  or  purchase  of  a  state  facility  in  the 

Capital  Projects  Fund  as  required  by  state  accounting 

policy. 


Travel  Expenses 


State  policy  limits  travel  reimbursements  to  trips  to  work  sites  other 
than  the  employee's  designated  place  of  work.   We  noted  an  instance 
where  an  employee  based  in  Helena  charged  vehicle  mileage 
between  his  home  in  Butte  and  his  designated  worksite  in  Helena. 
As  a  result,  the  department  paid  $2,100  in  travel  expenses  which 
were  not  allowable  under  state  law  and  travel  policy.     A  department 
manager  agreed  that  the  miles  charged  between  home  and  the 
designated  worksite  were  accepted  in  error. 


Recommendation  #5 

We  recommend  the  department: 

A.  Review  travel  vouchers  to  ensure  charges  for  travel 
from  home  comply  with  state  poUcy;  and 

B.  Collect  reimbursement  for  unallowable  travel 
expenses  paid. 
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LEGISLATIVE  AUDIT  DIVISION 

Scott  A.  Seacat,  Legislative  Auditor  /fai  'nnilf^  Deputy  Legislative  Auditors: 

John  W.  Northey,  Legal  Counsel  plffiB^sSbl  Jim  Pellegrini,  Performance  Audit 

Tori  Hunthausen,  IT  &  Operations  Manager  ^^^^^^  James  Gillett,  Financial-Compliance  Audit 

INPFPRNDRNT  AUDITOR'S  RFPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Schedules  of  Changes  in  Fund  Balances,  Schedules  of  Total 
Revenues  &  Transfers-In,  and  Schedules  of  Total  Expenditures  &  Transfers-Out  of  the  Department  of 
Military  Affairs  for  each  of  the  two  fiscal  years  ended  June  30,  1999  and  2000.  The  information 
contained  in  these  financial  schedules  is  the  responsibility  of  the  department's  management.   Our 
responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosure  in  the  financial  schedules.   An  audit  also  includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  schedule  presentation.   We  believe  that  our  audit  provides  a  reasonable  basis  for  our 
opinion. 

As  described  in  note  1 ,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of  accounting 
other  than  generally  accepted  accounting  principles.  The  schedules  are  not  intended  to  be  a  complete 
presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash  flows. 

The  department  recorded  expenditures  and  revenue  associated  with  the  construction  of  an  armory  in  the 
Special  Revenue  Fund  rather  than  in  a  Capital  Projects  Fund.  As  a  result,  capital  outlays  and  federal 
revenue  were  understated  in  the  Capital  Projects  Fund  and  overstated  in  the  Special  Revenue  Fund  by 
$6,220,145  and  $2,824,614  in  fiscal  years  1998-99  and  1999-00.  respectively. 


Room  160,  State  Capitol  Building.  PO  Box  201705  Helena  MX  59620-1705 
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In  our  opinion,  with  the  exception  of  the  matter  discussed  in  paragraph  four,  the  financial  schedules 
referred  to  above  present  fairly,  in  all  material  respects,  the  results  of  operations  and  changes  in  fund 
balances  of  the  Department  of  Military  Affairs  for  the  two  fiscal  years  ended  June  30,  1999  and  2000, 
in  conformity  with  the  basis  of  accounting  described  in  note  1 . 

Respectfully  submitted,  . 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 
December  29,  2000 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES  &  PROPERTY  HELD  IN  TRUST 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  2000 


FUND  BALANCE:  July  1 ,  1 999 


General  Fund 
$  (144.0"59J"       $\ 


Special 
Revenue  Fund 
349,808 


ADDITIONS 
Budgeted  Revenues  &  Transfers-ln 
Nonbudgeted  Revenues  &  Transfers-ln 
Prior  Year  Revenues  &  Transfers-ln  Adjustments 
Direct  Entries  to  Fund  Balance 

Total  Additions 

REDUCTIONS 
Budgeted  Expenditure  &  Transfers-Out 
Nonbudgeted  Expenditure  &  Transfers-Out 
Prior  Year  Expenditure  &  Transfers-Out  Adjustments 

Total  Reductions 

FUND  BALANCE:  June  30,  2000 


20,801 

15,021.934 

4,760 

4,231 

3,180 

4,177,443 

(405.160) 

4,203,004 

14,624,185 

4,376,327 

14,718,843 

2,238 

(2,362) 

(23.418) 

4,373,965 

14,697.663 

(315,020)        : 

S             276.330 

This  schedule  is  prepared  from  the  Statewide  Accounting,  Budgeting,  and  Human  Resources  System 
(SABHRS)  without  adjustment.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules 
beginning  on  page  A-1 1 . 
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DEPARTMENT  OF  MILITARY  AFFAIRS 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1999 


FUND  BALANCE:  July  1 ,  1998 

ADDITIONS 

Budgeted  Revenues  &  Transfers-ln 

Nonbudgeted  Revenues  &  Transfers-ln 

Prior  Year  Revenues  &  Transfers-ln  Adjustments 

Cash  Transfers  In  (Out) 
Total  Additions 

REDUCTIONS 
Budgeted  Expenditures  &  Transfers-Out 
Prior  Year  Expenditures  &  Transfers-Out  Adjustments 

Total  Reductions 

FUND  BALANCE:  June  30,  1999 


$ 


General  Fund 

Special  Revenue 
Fund 

(152,133) 

$      414,648 

85,955 

20,201 

(4,743) 

3,004,143 

3,105,556 

3,104,473 
(6,990) 

15,569,069 
3,652 
(2,952) 
(148,771) 
15,420,998 

15,661,913 
(176,075) 

3,097,483 
(144,060) 

15,485,838 
$       349,808 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System  without  adjustment. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-11. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

SCHEDULE  OF  TOTAL  EXPENDITURES  &  TRANSFERS-OUT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  2000 


PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  OBJECT 


National 

Air  National 

Disaster 

Operations 

Guard 

Scholarship 

Military  Capital 

Arniy  National 

Guard 

Coordination 

Veterans 

Disaster 

Support 

Challenge 

Program 

Construction 

Guard  Program 

Program 

Response 

Affairs 

Fund 

Total 


PERSONAL  SERVICES 
SALARIES 

EMPLOYEE  BENEFITS 
Total 


248.332 

55,352 

303.684 


904,217 

292,201 

1,196,418 


7,490 
1,156 


8,646 


800,623 
210,693 


1,011,316 


1,059,215 

292,731 

1,351 ,946 


672,552 
167,589 


840,141 


484,407 
140,064 
624,471 


77.380 
17,062 
94,442 


4.254,216 
1,176,848 
5,431,064 


Operating  Expenses 
Other  Services 
Supplies  &  Materials 
COMMUNICATIONS 
TRAVEL 
Rent 

UTILITIES 

REPAIR  &  MAINTENANCE 
OTHER  EXPENSES 
Total 

Equipment  &  Intangible  Assets 
Equipment 
Total 

CAPITAL  OUTLAY 
BUILDINGS 
Total 

GRANTS 
FROM  STATE  SOURCES 
FROM  FEDERAL  SOURCES 
Total 

BENEFITS  &  CLAIMS 
TO  INDIVIDUALS 
Total 


20,029 

439,360 

11,591 

343,097 

4,507 

127,253 

4,982 

141,050 

246,512 

(722) 

581 

73 

36,623 

14,541 

97,026 

55,001 


2,280 


1 ,431 ,502 


63,750 


63,750 


26,134 

783,498 

177,291 

99,325 

23,167 

1,232 

1,570,036 

5,970 

299,393 

115,259 

40,350 

16,540 

31,628 

863,828 

4 

488,176 

587 

39,526 

20,781 

1,684 

682,518 

4,921 

66,944 

4,483 

85,482 

18,652 

15,390 

341,904 

104,389 

505 

61,778 

17.826 

2,346 

433.356 

918,852 

383,583 

934 

1,303,228 

840,625 

25,088 

1,406 

4,296 

184 

908,295 

800 

43,470 

3,987 

21,183 

66,706 

18 

311,481 

37,829 


27.933 


27.933 


5.313,029 
5,313,029 


3,545,347 


45,924 


45,924 


710,783 


349,050 


467 

430,962 


431 ,429 


8.935 


168.902 


52.482 


470.060 

919.236 

1,389.296 


2.280 


8,935 


6,414,646 


73,857 
73,857 


5.313,029 
5,313,029 


470,527 
1,350,198 
1 ,820,725 


11,215 
11.215 


Debt  Service 
Leases 
Total 

Total  Program  Expenditures  &  Transfers-Oul 

PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 

General  Fund 
Special  Revenue  Fund 
Total  Program  Expenditures  &  Transfers-Out 

Less:     Nonbudgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 
Budget  Authority 
Unspent  Budget  Authority 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 
Special  Revenue  Fund 
Unspent  Budget  Authority 


$       360,965 


325,417 

35,548 

360,965 


(1,289) 


362,254 
365,654 


3,400 


2,231 
1,168 


3,400 


$  2,627,920 


$  779,431 
1 ,848,489 
2,627,920 


2,627,920 

2.830,000 

$      202,080 


60,569 
141,511 
202,080 


63,750 


63,750 


63,750 


63,750 
250,000 


186,250 


186.250 


186.250 


5.387.437 


$         5.387,437 
5.387.437 


5,387,437 

36,177,930 

$       30,790,493 


30.790.493 


30.790.493 


This  schedule  is  prepared  from  the  Statewide  Accounting.  Budgeting,  and  Human  Resources  System  (SABHRS)  without  adjustment. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 . 


7,092 


7,092 


4,609,679 

$ 

2,062,729 

$ 

1 .629,555 

$ 

= 

$ 

793,373 

$   1.536.220 

1,287,436 
3,322,243 
4,609,679 

196,219 
1,866,510 
2,062,729 

454,939 
1,174,616 
1,629,555 

732.109 

61,264 

793,373 

$      534,664 
1,001,556 
1,536,220 

13,497 


4,596,182 
4,910,748 


314,566 


12,384 
302,182 


314,566 


2,062.729 
2,137.586 


2.238 

(37.178) 


1 .664.495 
2,162.496 


J8101 


794.183 
1,037.187 


74.857 


498.001 


4,359 
70,498 


2,258 
495,743 


74.857 


498,001 


1 .536.220 
3.114.280 


7,092 
7,092 


$   19,071.628 


4.373,965 
14,697,663 
19,071,628 


2.238 

(25,780) 

19,095,170 

52,985,880 


$      243,004  $    1.578,060  $   33.890.710 


$    5.537    $   745,440    $  1,019.028 

237.467       832.620      32,871,682 

$   243,004    $  1.578.060    $  33,890,710 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

SCHEDULE  OF  TOTAL  EXPENDITURES  &  TRANSFERS-OUT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1999 


PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  OBJECT 

Personal  Services 
Salaries 
Hourly  Wages 
Employee  Benefits 
Total 

Operating  Expenses 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 
Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 


Disaster 

Operations 

Military  Capital 

Army  National 

Air  National 

Coordination 

Support 

Construction 

Guard  Program 

Guard  Program 

Response 

Veterans  Affairs 

Disaster  Fund 

Total 

255,571 

$                701,318 
1,920 

$                969,094        : 

E                  630,980 

$                433,213 
1,611 

$                  89,555        $ 

3,079.731 
3.531 

54,746 

192,693 

286.398 

160,361 

125,404 

20,368 

839.970 

310,317 

895,931 

1.255,492 

791.341 

560.228 

109,923 

3.923,232 

35,409 

637,230 

182,619 

64,169 

26.810 

3,350 

949,587 

16,339 

230,469 

152,926 

37,044 

34,853 

32,853 

504,484 

7,356 

477,912 

222 

29,046 

17,498 

1,827 

533,861 

6,377 

36,156 

9,008 

77,199 

18,044 

15,439 

162,223 

111,283 

1,225 

36,971 

15,962 

2,495 

167.936 

917,816 

391,288 

1.032 

1.310,136 

453 

456,705 

37,560 

2.424 

12,013 

821 

509,976 

6,269 

43,737 

3,869 

13.273 

1,904 

866 

69,918 

72,203 


2,911,308 


778,717 


260,126 


128,116 


57.651 


4.208,121 


Equipment  &  Intangible  Assets 
Equipment 
Total 

Capital  Outlay 
Buildings 
Total 


8,351.095 


8,351.095 


30,700 


30,700 


30,700 


30,700 


8,351,095 


8.351.095 


Grants 
From  State  Sources 
From  Federal  Sources 
Total 

Benefits  &  Claims 
To  Individuals 
Insurance  Payments 
Total 

Transfers 
Accounting  Entity  Transfers 
Total 

Debt  Service 
Leases 
Total 

Total  Program  Expenditures  &  Transfers-Out 

PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 

General  Fund 
Special  Revenue  Fund 
Total  Program  Expenditures  &  Transfers-Out 

Less:      Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 

Budget  Authority 
Unspent  Budget  Authority 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 
Special  Revenue  Fund 
Unspent  Budget  Authority 


$ 


2,278 


2.278 


384,798 


$ 

350,472 
34,326 

384.798 
(830) 

385.628 
393,988 

$ 

8,360 

4.889 
3,471 


8.360 


8,351.095        $^ 


$ 

8,351,095 

8,351,095 

8,351,095 
37,859,930 

$ 

29,508,835 

29,508,835 
29,508,835 


20.000 


20.000 


7.092 


7,092 


3,865,033        $ 


949,754 
2,915,279 


3,865,033 


(124,757) 


3.989,790 
4,096,144 


106,354 


2,089 
104,265 


106.354 


2.034.207        $. 


202.990 
1,831,217 


2,034.207 
(3.310) 


2.037,517 
2.065,847 


28,330 


10 
28,320 


28,330 


824 
544,712 


545,536 


1.597.003        $, 


252,278 
1,344,725 


1,597,003 


(52,473) 


1 ,649,476 
1,765,801 


116.325 


3.222 
113.103 


116.325 


$ 


688.344        $. 


$ 

621.963 
66.381 

688.344 
(1.696) 

690.040 
744.127 

$ 

54.087 

3,959 
50,128 


54,087        $ 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System  without  adjustment.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-1 1. 


638,607 
783,081 


1,421,688 


73,579 


73,579 


1,662,841        $. 


$ 

720,026 
942,815 

1.662,841 

1,662,841 
3,030,911 

$ 

1,368,070 

417,024 
951,046 


1,368.070   $. 


639.431 
1.327.793 


1 .967,224 


2,278 
20,000 


22,278 


73,579 


73,579 


7,092 


7,092 


18,583,321 


3,097,483 
15,485,838 
18,583,321 

(183,066) 
18,766,387 
49,956,748 
31,190,361 


431,193 
30,759,168 
31,190,361 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  2000 


1.     Summary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  Funds.  In 
applying  the  modified  accrual  basis,  the  department  records: 


Revenues  when  it  receives  cash  or  when  receipts  are  measurable 
and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department  incurs 
the  related  liability  and  it  is  measurable,  with  the  exception  of 
the  cost  of  employees'  annual  and  sick  leave.   State  accounting 
policy  requires  the  department  to  record  the  cost  of  employees' 
annual  leave  and  sick  leave  when  used  or  paid. 


Basis  of  Presentation 


Expenditures  may  include:   entire  budgeted  service  contracts  even 
though  the  department  receives  the  services  in  a  subsequent  fiscal 
year;  goods  ordered  with  a  purchase  order  before  fiscal  year-end, 
but  not  received  as  of  fiscal  year-end;  and  equipment  ordered  with  a 
purchase  order  before  fiscal  year-end. 

Accounts  are  organized  in  funds  according  to  state  law.   The 
department  uses  the  following  governmental  funds: 


General  Fund  -  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 

Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expendimres  for  specific 
purposes.   Department  Special  Revenue  Funds  include  Air  and 
Army  National  Guard. 

Capital  Projects  Fund  -  to  account  for  resources  used  for  purchase 
or  construction  of  major  capital  facilities. 
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Notes  to  the  Financial  Schedules 


2.   General  Fund  Balance 


The  negative  fund  balance  in  the  General  Fund  does  not  indicate 
overspent  appropriation  authority.  Each  agency  has  authority  to  pay 
obligations  from  the  statewide  General  Fund  within  its  appropriation 
limits.   Each  agency  expends  cash  or  other  assets  from  the  statewide 
fund  when  it  pays  General  Fund  obligations.   The  department's 
outstanding  liabilities  exceed  the  assets  placed  in  the  fund,  resulting 
in  negative  ending  General  Fund  balances  for  each  of  the  two  fiscal 
years  ended  June  30,  1999  and  June  30,  2000. 


Direct  Entries  to  Fund 
Balance 


Direct  entries  to  fund  balances  in  the  General  and  Special  Revenue 
fund  types  in  fiscal  year  1999-00  include  entries  generated  by 
SABHRS  to  reflect  the  flow  of  resources  within  individual  funds 
shared  by  separate  agencies. 


Similar  transactions  are  reported  in  the  General  and  Special  Revenue 
fund  types  as  Cash  Transfers  in  fiscal  year  1998-99. 


4.   Subsequent  Event 


Fires  occurred  throughout  the  state  from  July  through  September  of 
2000.   The  Federal  Emergency  Management  Agency  (FEMA) 
agreed  to  reimburse  the  state  for  one  hundred  percent  of  eligible  fire 
suppression  costs.   Total  expenditures  to  date  are  $28, 411, 000,  of 
which  $23,597,000  occurred  in  activities  administered  by  the 
Department  of  Natural  Resources  and  Conservation,  and  $4,814,000 
occurred  in  activities  directly  administered  by  the  Department  of 
Military  Affairs.   The  department  draws  all  FEMA  funds  on  behalf 
of  the  state  and  transfers  the  money  to  the  appropriate  funds  for 
reimbursement  of  firefighting  costs. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

MAR     9  2001 

lUDYMARTZ,  GOVERNOR  PC  BOX  4789 


STATE  OF  MONTANA 


OFFICE  OF  THE  ADJUTANT  GENERAL  HELENA,  MONTANA  59604-4789 

(406) 841-3000 


March  7, 2001 

Mr.  John  Fine 

Audit  Manager,  Legislative  Fiscal  Division 

PO  Box  201705 

Helena,  MT  59620-1705 

Dear  Mr.  Fine, 

In  reply  to  the  Financial  Compliance  Audit  Report  received  by  this  office  March  5,  2001, 
w  are  submitting  the  following  comments: 

Recommendation  #  1 

We  concur  with  your  recommendation. 

A.  The  department  is  currently  implementing  a  procedure,  which  will  ensure  a  more 
timely  reimbursement  request  process. 

B.  The  process  the  department  is  implementing  will  require  federal  budget  checks 
prior  to  payment  of  obligations. 

Recommendation  #2 

We  concur  with  your  recommendation.  The  department  will  establish  procedures  to 
expedite  draws  of  federal  reimbursements  for  disaster  related  costs  recorded  in  the 
General  Fund. 

Recommendation  #3 

We  concur  with  your  recommendation.  The  department  will  establish  oversight 
procedures  to  ensure  compliance  with  state  purchasing  policies  for  credit  card  purchases. 

Recommendation  #4 

We  concur  with  your  recommendation.  The  department  will  record  costs  associated  with 
construction  of  a  state  facility  in  the  Capital  Projects  Fund  as  required  by  accounting 
procedures. 
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-AIV  EQUAL  OPPORTUNITY  EMPLOYER" 


Recommendation  #5 

We  concur  with  your  recommendation. 

A.  We  will  review  travel  vouchers  to  ensure  charges  for  travel  comply  with  state 
policy. 

B.  We  will  attempt  to  collect  reimbursement  for  the  unallowable  travel  paid. 


Sincerely, 


Major  General  John  E.  Prendergast 
Director 
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